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To Whom it May Concern,

On behalf of the County of Los Angeles Office of Cannabis Management
(OCM), we are submitting comments to the Department of Cannabis Control’s
(DCC) Notice of Emergency Rulemaking to express concern over the
proposed track and trace requirements for delivery of cannabis goods under
Section 15049.3(d)(5). The OCM is concerned that proposed subsection
(d)(5) language requiring only “the county of the physical location at which the
delivery occurred” be recorded into the track and trace system is insufficient
and will inadvertently undermine the viability of local governments and the
licensed operators located within their jurisdictions.

Since 2017, the OCM has served Los Angeles County (County) and its
residents by leading the transition of cannabis to a regulated market with
policies that seek to protect consumers and promote the health and safety of
our communities. With a focus on responsible regulation and education, OCM
is a resource to County Departments, other agencies, and the community. The
OCM also serves as a countywide coordinating body. This includes working
closely with the County Board of Supervisors and departments to develop and
implement the County’s cannabis policies, priorities, ordinances and
regulations, as well as engage with other local city governments within the
County that have adopted commercial cannabis licensing and regulatory
programs under their jurisdictional boundaries.
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As a regulatory agency committed to promoting the growth of an equitable and vibrant
cannabis industry, the OCM believes that the proposed section 15049.3(d)(5), requiring
only the “county of the physical location at which the delivery occurred” be recorded, risks
undermining DCC'’s intent of achieving an effective track and trace system in the following
ways:

1. Limits the ability of the state, county, and city governments to effectively assess
delivery activity within their jurisdictions; and

2. Diminishes local regulatory efforts to prevent the inversion and diversion of
cannabis.

1. The proposed subsection limits the ability of the state, county, and city
governments to effectively assess delivery activity within their jurisdictions.

As written, Section 15049.3(d)(5) fails to adequately address deliveries that occur
within local cities located in larger counties throughout the state, such as Los Angeles
County. Los Angeles County alone contains 88 incorporated cities’, spanning more
than 4,000 square miles and home to 25 percent of California’s population.?
Consequently, recording by county alone limits the scope of accurate information
provided to DCC of locations at which deliveries occur, particularly at a city-level. As
an example, county-level data cannot distinguish deliveries occurring in the cities of
Lancaster or Long Beach—both within the same County but over 90 driving miles
apart and each with their own distinct regional diversity and regulatory approaches to
commercial cannabis. Not capturing this level of information, hinders local
governments, particularly those that have adopted commercial cannabis licensing and
regulatory programs, to utilize data to inform future policy decisions within their
jurisdictions.

2. The proposed subsection diminishes local requlatory efforts to prevent the
inversion and diversion of cannabis.

Local governments must rely on existing data to monitor compliance with local
regulations. The OCM believes that the proposed subsection misses an opportunity
to assist enforcement and compliance agencies with monitoring the movement of
cannabis goods throughout the county and state. This is comparable to the detail and
utility of a state-only data policy, as Los Angeles County alone has a greater
population, and even geographic presence, than some cannabis-licensing states.?® As
a result, this minimizes local compliance agencies' ability to regulate and prevent the
inversion and diversion of cannabis within or from within their borders. As an example,
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outside cannabis deliveries that municipalities cannot identify with track and trace may
easily avoid local regulations and taxes and thereby undercut local operators and
municipal and California cannabis equity initiatives. Voters in Los Angeles County
recently approved Measure C (the Cannabis Business Tax), allowing the County to
impose general business tax on cannabis businesses located within unincorporated
areas of the County. Limited track and trace data would greatly impede the County
from collecting all taxable income and thwart the ability to conduct future audits once
Measure C is in effect. This presents an additional burden on those licensees who are
already facing challenges competing with the illicit market. Like the County, as more
local city governments move closer to adopting their own local cannabis regulations,
localized and accurate data will become more imperative.

Proposed Amendment to Section 15049.3(d)(5)

The OCM believes a minor amendment to Section 15049.3(d)(5) to include the
identification of the zip code and the city which would significantly increase the accuracy
of data submitted to track and trace, while also fulfilling DCC’s intention of protecting the
privacy of customers. As such, the OCM recommends Section 15049.3(d)(5) should read
as follows:

(d) For each sale of cannabis goods through delivery, the following information
shall be recorded within the track and trace system by the end of the calendar
day on which the sale was completed:

(5) The zip code, city, and county of the physical location at which the delivery
occurred, which is the location at which the cannabis goods were provided to
the customer.

The proposed language above more accurately captures a delivery’s location “while at
the same time protecting the privacy of customers” by “not recording the specific
addresses where cannabis goods are delivered.” DCC, and local governments would
also be able to collect more useful data for decision-making related to the proper
regulation of cannabis businesses. Subsequently, with more accurate data, localities can
more capably monitor locally licensed cannabis delivery activities and where they occur
within their jurisdictions, thereby reducing the risk of inversion and diversion of unlicensed
cannabis and cannabis products. Access to necessary data and tools would also further
empower local jurisdictions to regulate all cannabis business transactions within their
borders.

Thank you for the opportunity to submit comments on the Notice of Emergency
Rulemaking, Track and Trace Requirements for Delivery of Cannabis Goods. The OCM
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respectfully recommends the foregoing changes to proposed Section 15049.3(d)(5) to
ensure state, county and city governments can effectively evaluate and support locally
licensed activities. We look forward to engaging further with the DCC on this matter should
you have any questions.

Sincerely,
cerely,
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Director, Department of Consumer and Business Affairs



